GIT-7, Military Personnel

I ntroduction

This bulletin provides New Jersey income tax
information for members of the United States
Armed Forces who are residents of New Jer -
sey. It also explains the income tax obliga-
tions of nonresident military personnel who
are stationed here.

This bulletin will help you understand
whether or not you (and your Spouse) |

file a New Jersey income tax return. |
explainswho isa resident and who is ¢ -

resident for New Jersey inc nur posEs,
so that you will know which (i (reside

or nonresident) to v ~cial provisions fc
military personri NS 3

Income Tax Act ar¢ 0 Qi SCLISSEC.

If you ne ol ring a par-
ticular lin your New . et
return, refer (o the instructions inthe resic

or nonresident income ref hoc

I mportant Cha U.S military

and survivor’ s bericiit paymenisare no
longer taxable for Ne ross income
tax purposes, regardless .axpayer’s
age or disability status. For tax years 1998—
2000, these payments wer e excludable only if
the recipient was 62 years of age or older, or
disabled under the Federal Social Security
Act.

Definitions

Theterms “domiciic iome of record” and
“permanc have different meanings,
althouot dl re ame placein
S “umstances, Thel g definitions

aed to aid vou in understanding these
sometimes confusinig terms.

Domi the place you rege ur
permanc le, the place vou intendl Lo return
0 after you have been away —— on vacation,
icational [eave, military ass ginment, etc.

Home of Recor¢ acethat is used for
‘ing 1 transportation allowances.
I :cord” should not be confused
v /our corricile, even though they may be
Mnein certain circumstances.

+ermanent Home means aresidence (house,
building or structure where a person can live)
that you maintain permanently as your princi-
pal residence, whether you own it or not. It
usually includes a residence your husband or
wife owns or |eases.

A residence, whether inside or outside of New
Jersey, is not permanent if you maintain it only
during atemporary or limited period of time
for the accomplishment of a particular purpose
(e.g., temporary job assignment, military
assignment, etc.). Likewise, a home used only
for vacationsis not considered your permanent
home, nor is a property which you own but rent
or offer for rent to others. Y ou have only one
permanent home, although you may have more
than one residence.
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Domicile

To determine whether you are aresident or a
nonresident for New Jersey income tax pur-
poses, it is necessary to know your domicile.
Thisistrue whether you are a member of the
Armed Forces or not.

Y ou have only one domicile, athough you may
have more than one place to live. Once estab-
lished, your domicile continues until you move
to a new location with the intent to establish a
new permanent home and to abandon your old
one. Moving to a new location, even for along
time, does not change your domicile u 'ou
intend to remain there permanently. M
assignments do not affect your domicil

Example

John Smith was a New Jarsey residenit when e
joined thearmy. ! ed for
three years, and rei L apartmenl

near his! " John plansto return o Nev
Jersey w r Ol >, New Jer-
sey will reman his domic ugh he

may not have a current New Jersey adldrass

Resident anc Nonresicont

Residents. If your e of record (and domi-
cile) was New Jersey entered the
service, you remain arec ' New Jersey

for income tax purposes, uniess you qualify for
nonresident status (see below). Y our domicile
does not change when you are temporarily as-
signed to duty in another state or country.

If you are amember of the Armed Forces whose
home of record (and domicile) is New Jersey,

and you are residing on shipboard or in barracks,
billets or bachelor officer quarters, you remain a

New Jersey resident for income tax purposes.
Y ou are not considered to be maintaining a
permanent home outside of New Jersey if you
areliving in such accormimodations.

However, if you p
out-of-pocke me

d maintain, either by
or forfeiture of quar-

tersalo natment or 2 home (either
ownedl ol jutside W, such
f Vil constitute ap sient home out-
S New Jersey. |1 this cese you will no
loi be considered o New Jersey re t for
tax purpos
Military | ninel who are domiciled [in New
rsey, but whn meet all three of the following
ditionsfor the e vear, aie considered
nonresidents fo X PUrposes.
Y mel hiiain a permanent homein

New and

r

u did maintain a permanent home out-
e of New Jersey; and

3. You did not spend more than thirty daysin
New Jersey during the taxable year.

Nonresidents. A member of the Armed Forces
whose home of record (and domicile) is out-
side of New Jersey does not become a resident
of this State when assigned to a duty station
here. He or she is anonresident for income tax
purposes. See Income Tax Filing Require-
ments, on page 3, for adiscussion of when a
nonresident servicepersonisrequired to filea
New Jersey income tax return.

Spouses. If your nonmilitary spouse was not
domiciled in New Jersey at the time you were
married, he or sheis not considered aresident
of New Jersey if:
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e The principal reason for moving to this State
was the transfer of the military spouse; and

 Itisther intention to leave New Jersey
when the military spouse is transferred or
leaves the service.

A place of abode, whether in this State or €lse-
where, is nhot considered to be permanent if it is
maintained only during atemporary stay for
the accomplishment of a particular purpose.
Therefore, a nonmilitary spouse who is not
domiciled in New Jersey, and who moves to
this State on atemporary basis to accompany a
military spouse who is stationed here, 0t
become a New Jersey resident unless

intends to remain here permanently. He she

will be considered anonresi income tax
purposes, and will be subject (0 tax only o in-
come earned from N rsey SOLrces.
Nonmilitary spous Wose comic

Jersey ar lents Tor incoine tax put|
unlesstr athree qualifications for
nonresider status (o2 pc CC

Tax Filing Requirernents, below, for a disc
sion of wher & nonmilitary spous2is irec

to fileaNew Jersey income tax

Income Tax ilir

Requirements

Your filing status and gross iiicome determine
whether you haveto file a New Jersey income
tax return. Ageis not afactor; even minors
(including students), members of the Armed
Forces, and senior citizens must fileif they
meet the filing requirements. Use the “Who
Must File” chart in the resident or nonresident
income tax return booklet to find out whether
or not you are required to file a New Jersey
income tax return.

Using the Correct Form

New Jersey has three personal income tax
returns for individuals: Form NJ-1040 or

Form NJ-1040EZ for residents, and Form

NJ-1040NR for no s. Thereare no
part-year tax returm year residents must
use Form ! ), ac part-year nonresidents
must 1< 040N R ' NJ-1040EZ
isf H-y dents ¢ (heincome
instructions, and recuest Tax Topic

E IN GIT-6, Part-yoar Res dents, for infor-
maii o on how to cornpl ete a pa n.

New J resident
lew Jerscy rasidents are subject to tax on all

ir income, regardiess of wiicre theincome

ic earned. If y¢ v Jersey resident, all

‘our Income, incl your military pay and
t-C lowance, istaxable. However,

mustert ayments, subsistence and

k g all Owances are exempt.

are aresident of New Jersey, you must
file Form NJ-1040 or Form NJ-1040EZ for tax
year 2001 if your income for the entire taxable
year from al sources, including your military
pay, is more than $20,000 ($10,000 if filing
status is single or married, filing separate
return).

NOTE: A member of the Armed Forces whose
home of record (and domicile) is New
Jersey, and who resides aboard ship, or
in barracks, billets or bachelor officer
quarters, is considered a New Jersey
resident for income tax purposes. See
Resident and Nonresident Defined, on

page 2.
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New Jersey Nonresidents

Nonresidents are taxed only on the income
they receive from New Jersey sources. If your
home of record (and domicile) was not New Jer-
sey when you entered the military, and you are
assigned to a duty station in New Jersey, you are
anonresident of New Jersey. As a nonresident,
the military compensation you receive while
stationed here is not subject to New Jersey
income tax. Mustering-out payments, subsis-
tence and housing allowances are also exempt.

A nonresident is subject to tax on income re-
ceived from New Jersey sources and muist file
aNew Jersey nonresident return (Forr
NJ-1040NR). However, as a nonreside rv

iceperson, you, and your spc heor cheis
also anonresident, are not required (o file
New Jersey return unl ess vou have earned
income from Ne Irce han
your military pay.

A nonre viceperson and hisor her
spouse I le W sides

return (Form NJ1C40NR) > O she rec
income suci
a. Incomeifromajob in oft- in
New Jerse,
b. Incomeor geii from
New Jersey; or

c. Income from abusiiicss, trade or profes-
sion carried on in this State.

yerty |ocated in

Income Tax Withheld from

Military Pay

If your permanent home (domicile) was New
Jersey when you entered the military, you are
considered a New Jersey resident, and New
Jersey income tax will be withheld from your
military pay. However, if you have changed

your state of domicile from New Jersey to
some other place, or you satisfy the three con-
ditions for nonresident status (see page 2), your
military pay is not subicct to New Jersey
income tax.

If you meet the threc conditions for nonresident

status, fi' D-2052-1, Siate Income Tax
Exenmiptic artific: aur payroll
0 agificer tostop N I'sey income
1 oeing withhald fror vour military pay
in the future. Form LD-2058-1 15 a l!
Government formwhich s used ¢ ¥
not wit lew Jer=ey income rom
military pay. Do not file this certificaie with
2 New Jer==y Division of Taxation.
I New Jersey | was withheld from
our military pay Ji, you must file a non-
ide ~oi11 NJ-1040NR) to obtain a
refund . withheld. The income section
s New Jersey nonresident return has two

ns— Column A, income from every-
2 and Column B, income from New
Jersey sources. If you had no income from
New Jersey sources other than your military
pay, complete your nonresident return as
follows:

e Enter in Column A the amount of your gross
income from everywhere (including your
military pay).

o Enter zeros on the wages line and on the
gross income linein Column B for the
amount of income from New Jersey sources.

o Enter the amount of New Jersey income tax
withheld on the appropriate line and com-
plete the “ overpayment” and “refund” lines.

 Attach a statement explaining how you satis-
fied the conditions for nonresident status.
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Spouses of Military Personnel

Under New Jersey income tax law, a person
who maintains a permanent home in New Jer-
sey and spends more than 183 days of the tax-
able year in this State is aresident for income
tax purposes, even if New Jersey is not their
domicile. This provision does not apply to
members of the Armed Forces and their
spouses who are not domiciled in New Jersey.
They remain nonresidents for income tax pur-
posesif New Jersey is not their domicile.
However, when a nonmilitary spousewho is a
resident had income during the year, he or she
must file aresident return.

New Jersey law requires that a couple’ gy
status for New Jersey gross | tax |

poses (single, married, filing joint return, ec)
be the same asfor F ! income tax purpc

A married coupl¢ 2ol lin-
cometax return must fliea oint N

incomet n. Al exceplion exists wiic
one spou ' Jel t and the
other isanonresident for i al'. In this

case, theresident may flleaseparate return,
even though (e couple filesajoint F |

return. The resicent spouse comy ne
and exemptions & |1 a Federal mai iing
separate return had « “he spouses

have the option of filirig eturn asresi-
dents, but if so, their joint iiicome will be taxed
asif both spouses were residents.

For more information on filing status and New
Jersey income tax, request Tax Topic Bulletin
GIT-4, Filing Satus.

When to File

Y our New Jersey income tax return is due
when your Federal income tax return is due.
For calendar year filers ({axpayers who use a
calendar year, Jan cember 31, to
record their income, due dateis April 15

following f (he tax year. The exact
due date frormi  if April 15
fall 2 holiday or week: cal year filers
(neir New Jarsey incometax return by

the 15th day of the fourth monith followina the
close of the fiscal year. |7 the due n
aholic end, the returnis > next
business

tmark Date Al New Jerscy tax returns
postmarked on he due date of the
eturn are consid vefiled on time. Tax

urn ‘ed arter the due date are con-
Sidered t -d late. When areturn is post-

n d afier the due date, the filing date for

turn is the date the return was received
Ly the Division of Taxation, not the postmark
date. Interest on unpaid liabilities is assessed
from the due date of the return.

Example

If the postmark on your New Jersey income tax
return was April 10, but the Division of Taxa
tion did not receiveit until April 20, your re-
turn would be treated as filed on time since the
due date of the return is April 15.

If the postmark date was April 20 and the Divi-
sion received the return on April 25, the return
would be treated as filed on April 25. Penalties
and interest would be assessed from April 15,
the origina due date of the return.
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Extensionsof Timeto File

Y ou may receive afour-month extension of
time to file your New Jersey income tax return
if at least 80% of your tax liability computed
on your NJ-1040, NJ-1040EZ, or NJ-1040NR
when filed is paid in the form of withholdings,
estimated or other payments by the original due
date, and

a. If aFederal extensionisfiled, you enclose a
copy of your Federal Application for Auto-
matic Extension with your return and fill in
the oval at the top of your NJ-1040 or
NJ-1040EZ or check the box at the
your NJ-1040NR,

or
b. If no Federal extensionisiilcd, you request a
four-month exten by fiiing an Applic
tion for Extenc > to
Jersey Gross Inc e Haturi
NJ-63 heoriginal due date or uie
return.
Extensions Beyona Four iVonths

If you have requasted anc heen granted & four-
month extension, you mey anply fi-
tional two-month exiension (bafor our-
month extension exires) 2y usiiig Form
NJ-630. Or, if you obic | additional
two-month extension for Fcderal purposes, you
may enclose a copy of the additional two-
month Federal extension request with the New
Jersey return when filed.

An extension of more than six months will not
be granted unless there are exceptional circum-
stances.

Special Extensionsfor Military Personnel
Servingin a Combat Zone or Qualified
Hazardous Duty Area
New Jersey alows an
an income tax retu:
Armed Forces sarv

ansion of timeto file
mbers of the
an areawhich has

been decla ombal zoneg” hy executive
order oi nt of the d Statesor a
“on 0 us duty Y rederal

Ce you | eave the combat zone or

Gl ad hazardous cluty area, vou have 180

days to file your tax retum. Enci nent
withy to expiain thereac e
extensic

addition, IT you are hospita ! 7cd outside of
e State of N¢ saresult of injuries
/ou recsived wh rg in acombat zone or
Al 'ous duty area, determine your
oxtensic ling to the period of servicein
the combet zone or qualified hazardous duty
ne period of continuous hospitalization
e of New Jersey, plus 180 days. Enclose
a statement of explanation with your return
when you file. No interest or penalties will be
assessed during avalid extension for service in
a combat zone or qualified hazardous duty
area. This extension is also granted to a tax-
payer’s spouse who files ajoint return.

NOTE: A person on active duty with the
Armed Forces of the United States
who cannot file timely because of
distance, injury or hospitalization as a
result of this service, will automati-
cally receive athree-month extension
by enclosing an explanation with the
return when filed.
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Death Related to Duty

When amember of the Armed Forces serving
in acombat zone or qualified hazardous duty
areadies asaresult of wounds, disease or in-
jury received there, no incometax is due for
the taxable year the death occurred, nor for any
earlier years served in the combat zone or
qualified hazardous duty area. Income tax re-
turns do not have to be filed for the deceased
or the estate for these years.

If the deceased paid any tax while in the com-
bat zone or qualified hazardous duty area, the
full amount of the tax paid will be refuncec to
the estate or surviving spouse. If any t
assessed, but not paid, the assessments oe
canceled.

Income Tax 'N¢

New Jersey Income | ax Ei v
Withhe!

If New J ur domieile but you satis-
fied theti Coin ns lant siatus,

and New Jersey income tax waswitihela |
your military pay, file a New Jersey nonresi-
dent return (Form NJ-1G40MNR)

refund. Report zc o on the wages .0ol-

umn B for the amount of ir efrom New
Jersey sources. Compi ‘ance of the
return, indicating the amcunt of New Jersey

income tax withheld on the appropriate lines
and attach a statement describing how you met
the three conditions for nonresident status.

Time Period for Refunds

Y ou have three years after the return isfiled or
two years after the tax is paid, whichever is
later, to claim arefund for overpayment of
New Jersey income tax.

Interest Paid on Refunds

If the Division of Taxation takes more than six
months to send you your income tax refund,
you have the right to receive interest on that
refund. Interest at rate, compounded

annually, wil! be pe . months after the later
of:
« thedate nd cla d;

thetax waspaq,
. Jue date of the raturn.,

Horn 1 Revate
Every Now Jersey homeowner or tenaiit who is
ymiciled i New Jersay, hac o principal place

ssidencein this and wno pays prop-
erly tax on thal , either directly or
Youoh r ay be cligible for a homestead

ate, heir gross income does not

excead $. U0 ($40,000 for homeowners

rere under 65 and not blind or disabled).

stead rebates range from $100 to $775.
Beginning with rebates paid in 2002 for tax
year 2001, the maximum amount will be
adjusted annually to reflect changes in the cost
of living. A Homestead Rebate Application
must be filed each year you are eligible.

A member of the Armed Forces, and his or her
spouse, whose home of record (and domicile)
isoutside of New Jersey, isnot eligible for a
homestead rebate even if he or she owns or
rents ahome in this State. An applicant must
be domiciled in New Jersey to be eligible for a
homestead rebate. However, the spouse of a
nonresident serviceperson may be eligible for a
homestead rebate if the spouse’ sdomicileis
New Jersey and he or she meets all the other
qualifications. In this case, the spouse filesa
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resident return (Form NJ-1040), if required,
using the filing status “married, filing separate
return” and completes the Homestead Rebate
Application (Form HR-1040).

A member of the Armed Forces whose home
of record (and domicile) is New Jersey, who
remains a New Jersey resident and filesa New
Jersey resident income tax return, and who
owns or rents ahome in New Jersey may be
eligible for a homestead rebate. Eligibility also
depends upon the use of the residence during
any periods of absence from New Jersey.

« If you leave your home vacant and « 2
to pay property taxes (or rent) durin
tour of duty outside of Nevv Jersey, you re-
main eigible for ahomes teif the

New Jersey home remains your prinicipe
residence.

e If your family re s the dw

ing yo of duty outsicle of New Jars
and th naiins Vo incipal resi-
dence, you arecigible fec
rebate.

o If yourent the property to others, e not
eigiblefor ahomesteal rehate e
dwelling isnot avaltable to vou and your
family for regular « led occupancy,
itisno longer consiae r principal

residence for purposes of the homestead
rebate, even though New Jersey remains
your domicile.

For more information on homestead rebates,
request Tax Topic Bulletin HR-2, Homestead
Rebate Guidelines.

Pensions

Beginning with tax year 2001, U.S. military
pension and survivor’s benefit payments are no
longer taxable for Ne "Sey gross income tax
purposes, regardl« cipient’s age or

disability statis. ~oi years 1998-2000,
these pav ‘e cxcludable only if the
recipient Sars G der or dis-
ahl der the Federal SC curity Act.

1998, military pensions were taxable
in the same manner s other pens ons

Military ¢ sareti resulti: AV-
iceinth .rmy, Navy, Air Force, Miarine
Corps, or Coast Guard. This exemption does
t apply to civil service pensioris or annuities,
even if the pe uity isbased on
“redit for military e Most military pen-
ns or' s venefit payments are
received ¢ U.S. Defense Finance and
/ nting Service, while acivil service

y isreceived through the U.S. Office of
nnel Management. If your military pen-
sion or survivor’s benefit is exempt from New
Jersey income tax, do not include such pay-
ments on your New Jersey return.

Pension income received by residents of this
State that is not exempt military pension
income is subject to New Jersey income tax.

Y ou must include such pension benefitsin
your gross income in the year you receive
them, whether the benefits are paid to you as a
retiree or to your beneficiary either periodically
or in alump sum.

New Jersey provides certain exclusions and
benefits for persons 62 years of age or older
and disabled individuals that are receiving
pension income. Request Tax Topic Bulletin
GIT-1, Pensions and Annuities, for details.
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Disability Payments

Total and permanent disability incomeis ex-
empt from tax and should not be reported as
pension income. If you are disabled under the
Federal Social Security Act and arereceiving a
U. S. military disability pension or survivor’s
benefit payments, the military disability pen-
sion or survivor’s benefits are not taxable for
New Jersey gross income tax purposes.

Veterans Administration Disability Compensa-
tion is also exempt from tax and should not be
included as income.

Withholding Tax from Militar:
Pensions

Even though U.S. military p nd survi-
vor’s benefit payments are no longer taxal
voluntary withholcl law Jerssy income

tax from retireme: "mit
ees from the unifori services. The

ageordi quitemant for voluntary
withhola. fNew Jers ax..Con-
tact your branch of the Ari -orees 1F y

wish to have income tax withheld.

Surviving Spous2 Benelits

Where a surviving cpouse VES perision
benefits resulting frori oyment of a
deceased retiree who dies ¢ after May 22,

1981, and the transfer is not subject to New
Jersey Transfer Inheritance Tax, the benefici-
ary is entitled to exclude from their New Jersey
income the remaining contributions of the
decedent. Prior to tax year 1998, if the dece-
dent’ s contributions to the retirement plan have
already been exhausted, all pension income
received by the beneficiary was includable as
New Jersey income. For tax years 1998—2000,

if the decedent’ s contributions have been
exhausted, all pension income received by the
beneficiary was includable as New Jersey
income until the beneficiary reached age 62.

When amilitary re > elected to take a
reduction in 1.5 military pension as a
result of Survivors Eenefit Plan,
beainning ear 200 Jced pen-
i reccivedisnol taxaole for New
J ‘nicome tax purposes regardless of the
recipient’saoge or disability status. U 2
death of ! itary reliree, the a ato
the surv neficiary 1< also not taxaole as
rension iincome. For tax years 1998-2000, the

uced pens on amount paia (o amilitary

retireeinthe & Yenefit Plan was tax-

bie for New Ja S5 income tax purposes
til { 1t ieached age 62. The amount

paid to s/ing beneficiary upon the

c of the rinlitary retiree was a so taxable

1e recipient reached age 62. Prior to

the reduced pension amount and any
amount paid to a surviving beneficiary were
taxable as pension income, but once recipients
reached age 62, they were eligible for the pen-
sion and other retirement income exclusions.

See Tax Topic Bulletin GIT-1, Pensions and
Annuities, for information on the benefits New
Jersey provides for those who are 62 years of
age or older or disabled, and who are receiving
pension income.

Other Benefitsfor Residents

Veteran’'s Deduction

New Jersey resident veterans honorably dis-
charged with active wartime servicein the U.S.
Armed Forces or their unmarried surviving
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spouses (widows/widowers) or the unmarried
surviving spouses of certain wartime service-
persons who died on active duty may be
eligible for an annual deduction from property
taxes due on any property they own. There are
no income limits with respect to the veteran's
deduction.

The deduction was recently increased from $50
annually to $100 for tax year 2000, $150 for
2001, $200 for 2002, and $250 for 2003 and
thereafter. If both a husband and wife are vet-
erans, each may claim a deduction. The sur-
viving spouse of a veteran who is also

veteran himself or herself may claim ¢

tion for each status. A taxpayer may cl JOU
aveteran’s deduction and a fisalol e/
survivor real property tax decluction i1 the
same year in additio ny property tax re.
or credit provide

To apply 2 veteran’sdeduction cc
your loc: ssor or collector

Disablec Vateran s Exemiptic
Certain totaily and permanent!y disabled wai

veterans or the unmarried survivine x5 of
such disabled wer veterans or the «
surviving spouses of certai rtime service-
persons who died on ¢ may be eligi-
ble for exemption from rc perty taxes on

their principal residence and the lot or curtilage
on which that residence is situated and which
is necessary for its fair enjoyment.

To qualify for are?! ty tax exemption as

aveteran, you muc wrably discharged
with active: e crviceinthe U.S. Armed
Forces ¢ et by the L S, Veterans
Adninist having ervice-

'total o 100% pe ent disability.
ust be the full owner ¢f and a permanent
res.cent in the dwelling house tor w! -

emplion | ed anc @ legal or « y
resident Jersey. AS 2 surviving spouse
of adisabled veteran who riet 2ll of the above

nibility requirements, you must not have
remarried, mu New Jersey resident
AN OWNEr-0Ccug le claimed dwelling.

pp! lisabled veteran’s exemption
contact your local tax assessor.

arsey provides certain additional tax
benaits to senior citizens and persons perma:
nently and totally disabled. These and other
benefits are described in Tax Topic Bulletin
MISC-2, Information for Senior Citizens.

For information about additional property tax
relief programs for New Jersey residents, re-
guest our brochure TSB-200, New Jersey’s
Property Tax Relief Programs.

10
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Taxpayers Bill of Rights
The New Jersey Taxpayers Bill of Rights ensures that taxpayers are accorded fair
and equitable treatment and receive the information and assistance they need to
understand and meet their State tax responsibilities. To find out more, contact the
Division of Taxation.

For Morelnformatio

For more information on military personnel, co > Divison's Cust Service
Center at 609-292-6400, e-mail us at taxation@i =.nj.us, or ato:

NEwW JERSEY ‘ISION OF | TION

TECHNICAL SE ES

INFC ON AN SLICATIONCS

PO

TRE _ 95-0
Many State tax formn hlications are now avaltable, botl d through the
World Wide Web. Cell NJ T axFax a 609-826-4500 from “fe cnine’' s phone, or
accessthe ™ 'shomepaceat: nitp:/lwww siate 1Sui y/taxation/
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